The paper aimed at investigating the most critical sources of investment finance in Nigeria. To do this, factor analysis technique and the multiple regression analysis were used as alternate methods. The two techniques were used for the ascertainment of the authenticity or validity of the results. The empirical results from both methods revealed that savings and private sector credits are the most crucial sources of investment finance in Nigeria. In the light of this finding, the researcher recommends that government should set a conducive financial and political atmosphere that will be attractive enough to foreign investors if foreign direct investment and capital market activities should be made good predictors of investment finance in Nigeria.
INTRODUCTION
According to Anyanwu (1995) ''while progress has been substantial in the study of consumption behaviour, at the micro and macro levels, in time and space, the same is hardly true of investment. Consequently, it has actually been impossible to formulate a model that can explain or predict the behaviour of investment with reasonable degree of accuracy''. It is obvious that substantial progress has not been made in the study of investment but that does not preclude the fact that a model of investment can be formulated with reasonable degree of accuracy.
In the words of Dornbusch (1981) , investment is spending devoted to increasing or maintaining the stock of capital. The stock of capital consists of factories, machines, offices and other durable products used in the process of production. Abajemito, Bamidele, Enendu and Abdullahi (2004) defined investment as both investment in machines and human capital in the form of quality education and training. The Nigerian National Income Accounts define investment along the lines of gross private domestic investment or gross fixed capital formation (GFCF) as consisting of all capital expenditure on building (residential and non residential) land improvements, transport, equipment, breading stock and /or machinery and equipment (Anyanwu, 1995 ) From a microeconomic perspective, investment financing may come from internal sources, such as self-financing or retained earnings, or from external sources such as loans, bonds or equity. From a macroeconomic perspective (i.e. for the economy as a whole), financing may come from domestic or foreign sources, but it is only the foreign sources that create a liability for the economy. A complementary distinction refers to foreign and national savings, the latter of which can be further decomposed into household, business and government savings. From an accounting point of view, the savings generated in the whole economy during a certain period of time must equal total investment (UNCTAD 2009).
In Nigeria, investment expenditure classified by source can be into domestic and foreign segments. At the domestic level, investment can further be divided into public and private sector investment, which is the public and private sector addition to the stock of capital. Foreign investment on the other hand can be sub divided into foreign direct investment (FDI) and portfolio investments. Foreign direct investment is investment in physical productive assets such as machinery, construction, investment, technology, management or marketing expertise by a company incorporated in a foreign country. FDI may be attracted by the opportunity to use local raw materials or employ local labour force. Rates of return, credit ratings and secondary-market prices of sovereign debt, reflecting the opportunities and risks of investing in the country have been recognized as other crucial determinants of capital flows. The major advantages of FDI, whether full or partial are that it brings technology, ideas and access to industrial country markets as well as hard currency, reduces borrower's exposure to changes in foreign interest rates and encourages growth oriented economic liberalization (Essien and Onwioduokit, 1999) . While portfolio investment involves investment in equity shares, bonds, debentures of local companies or money market instruments of domestic economy by foreign entities. (Wilkinson 2007 , Obadan, 2004 . Investment is invariably the use of capital for the maintenance of the existing wealth or furtherance of production of wealth in abundance. The total investment that occurs in the economy is called gross investment .The amount necessary for replacement is called the capital consumption allowance and is often referred to as depreciation while the remainder is called net investment. It is net investment that increases the economy's total stock of capital while the replacement investment keeps the existing stock intact by replacing what has been worn out or otherwise used up (Lipsey, 1980) . The domestic formal sources of investment finance for both private and public sectors could be through own savings and borrowing especially from financial institutions. In Nigeria, the financial institutions that are involved in providing investment finance are the deposit money banks (DMB), mortgage institutions, development finance institutions and the non-bank financial institutions like the pension funds, equipment leasing companies, cooperative and thrift societies and so on.
Investment finance could also be sourced externally through borrowing or loan from abroad, receiving grants and gifts, equity participation by foreign entities and through foreign direct investments. Foreign institutions involved in the provision of such investment funds are the multilateral organizations such as the World Bank, international development Association (IDA), African development bank (ADB), United Nations programme (UNDP), Multinationals for direct investment, European union (EU) etc. LITERATURE REVIEW Finance is very crucial to investment (Mckinnon 1973 , Shaw, 1973 . Financial institutions must pool savings and direct them through viable investment if growth must take place. Credit is the link through which resources are transferred for capital formation. Lynch (1995) contends that the financial sector, which creates these credits, affects not only the quality of investment but also the efficiency of its allocation. UNCTAD (2009) contends that Credit creation by the banking system is particularly important for enterprises, especially new enterprises, which are heavily dependent on borrowing to meet their need for fixed investment and working capital. It added that Credit is created ex nihilo when a commercial bank extends to a firm a loan that can be financed by borrowing from the central bank via the discount window or open market operations, which implies an increase in the money supply. It also noted that in addition to retained profits, credit creation plays an important role in financing productive investment.
Odoko, Okafor and Kama (2004) observed that research evidences support the hypothesis that credit flows have a positive and statistically significant effect on private investment. Foreign investment is also an addition to capital stock of a nation. This source is however very sensitive and therefore volatile as any little instability in the host country can lead to its flight. Nigeria's precarious economic and political climate constituted an inhibition for attracting full potentials from foreign investment. Ebajemito, Bamidele, Enendu and Abdullahi (2004) , noted that inspite of vast investment opportunities in agriculture, industry, oil and gas, commerce and infrastructure, to mention a few, very little foreign investment capital was attracted when compared with other countries and regions competing for global investment capital; owing to the unattractiveness of the Nigerian investment climate, characterized by high production costs; inadequate infrastructure; financial sector distress; pervasive corruption,; high rate of crime, spiraling inflation; political instability; and macroeconomic imbalance.
Own savings being the immediate source of fund in investment can neither be overlooked nor overemphasized. Private investment is said to be positively related to the accumulation of real money balances. To stimulate investment, entrepreneurs in the developing countries need to accumulate real money balances before undertaking investment projects given their limited access to credit and equity markets (Oloyede, 1998) . It is however the inadequacy of domestic savings that calls for foreign debt financing. Saving by definition is income less consumption. Chenery and Bruno (1962) argued that investment to GDP ratio consistently exceeded the savings gap ratio, implying that domestic saving was insufficient to fund the required investment. This is the saving-GDP model and it points to the need for external finance to supplement domestic resources (Odoko, Okafor and Kama, 2004) . Obadan and Odusala (2001) in their research work came out with the result that investment is savings constrained implying that low savings lead to low investment and vice versa in Nigeria.
External borrowing is a supplementary means of obtaining additional resources for the spending programmes of the government. Ndekwu (1983) noted that the borrowing supplements domestic savings, credit and investment, and thereby makes domestic spending to be greater than what would otherwise be the case. The borrowing may be used to finance imports, meet balance of payments requirements or to improve the nations external reserves.
According to National Planning Commission (2006), capital importation into the economy has been on the increase, growing at an average growth rate of 82 percent since 2002. The spike in capital importation in 2005 is attributed largely to the banking sector consolidation exercise. The increase in capital importation shows shortage of accumulated savings for any meaningful investment and development.
The contribution of capital market to investment finance in any period is measured in terms of the amount of fresh funds raised through new issues rather than volume of transactions or market capitalization (Ebajemito, Bamidele, Enendu and Abdillahi, 2004) . New issues can be through initial public offers, rights offers, bonds and offer for sale. The volume of new issues by companies grows significantly with the passage of time. 
MATERIALS AND METHODS
The data were sourced from the published data of the statistical bulletin of the Central bank of Nigerian. In analyzing the determinant of investment sources, the researcher employs factor analytical tools. Factor analysis is often used in data reduction to identify a small number of factors that explain most of the variance observed in a much larger number of manifest variables. It seeks to collapse the numerous operating variables into fewer dimensions of interrelated attributes called principal components. The mathematical procedure of factor analysis assumes that an n x n matrix 'A' has eigenvalues 'λ' if there exists a non-zero vector 'X', called an eigenvector associated with λ, for which:
From equation I, it follows that the matrix A -λI is singular and therefore that: (A -λ) = 0 (2) Equation 2 is a polynomial equation in λ of degree n from which it follows that A is at most n eigenvalues. The polynomial, det (A -λ) is called the characteristic polynomial of 'A'. Some roots of this characteristic equation are repeated and we have the algebraic multiplicity of the eigenvalue in the same way as the multiplicity of roots of polynomials. In the event that the multiplicity of an eigenvalue is greater than the dimension of the vector space spanned by its associated eigenvalues, then the matrix is defective.
Solving the eigenvalue problem that is finding eigenvalues and associated eigenvectors is in general best achieved by solving the characteristic equation (Ebiringa, 2009 Empirical Results and Discussions: The estimates of the extent each factor impacts on investment as analyzed using maximum (communalities) likelihood extraction analysis are presented in table 1 of the appendix. The result of the communalities shows that all but financial deepening variable are well and completely fitted with the factor solution and none could be possibly dropped from the analysis. In view of this, the researcher employed the principal component analysis of the extraction method and came out with the result in table 2. The result shows that only two components were extracted under 0.959 eigenvalue minimum. The clustering of the decision factors affecting investment within the two components generated normalized cumulative sums of squared loading of 93.738 percent. This shows that the two decision variables depict about 94 percent of the characteristics of the six isolated factors affecting investment sources in Nigeria. In other words 94 percent of the total variation in the level of investment sources is explained by cumulative effect of the two components extracted. The two components are indicative in the screen plot not shown here. The test of reliability using the chi-square test of KMO and Bartletts Test (see table 3 in the appendix) shows that within zero percent level of maximum error, the predicted level of variance is reliable. The result of the regression analysis used as an alternate method (see table5 and 6 of the appendix) supported the above result by identifying savings and private sector credits as exerting a positive and significant impact on investment while other factors are insignificant. 
CONCLUSIONS:
Variables used in this study for determination of the most critical sources of investment finance in Nigeria are capital expenditure of the government, savings, private sector credit, foreign direct investment, New issues and financial deepening which serves as a control variable indicating the financial state or development of the economy. Borrowing is deliberately omitted because borrowing may be used to finance imports, meet balance of payments requirements or to improve the nations external reserves. The use of external borrowing for domestic investment is subsumed in the capital expenditure of the government just as the portfolio investment is subsumed in the new issues of the capital market.
The empirical results from both factor analysis method and the regression analysis revealed that savings and private sector credit are most crucial sources of investment finance in Nigeria. The role of savings in particular in investment finance is too important to be reckoned with. The finding corroborates the conclusive statement that firms in Nigeria apportion significant (more) earnings to retention (savings) for the ploughing back and growth of the firm when it experiences surplus earnings. (Okpara, 2010) . It also supports the observation and assertion of Odoko, Okoafor and Kama (2004) and UNCTAD (2009) 
